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COMMUNIST CHINA THROUGH 1961 


THE PROBLEM 


To examine the present situation in Communist China and its international re- 
lations, and to estimate probable developments during the next five years. 


1, The Chinese Communist Party will al- 


press 

Fee i puis ins cabot at Coen 
alate. ‘Through a combination of incen- 
~ tives and repression the regime will prob- 
ably be ahle to prevent popular discon~ 
tent from becoming # sigtiificant factor 
in retarding the momentum of its pro- 
gram. ({Porw. 19) 

2 ‘The Chinese Communista will provably 


continue to make substantial progress in 
jodusteial developroent but agticalturel 


production will probably increase ab only © 


50 percent of the planned rate of increase 
and thus will tend to restrict the rate of 
overall econdmde growth, (Para. 37} 


3, Gemrrdirint China has ‘placed great 
erophasia upon maintaining and develop 
ing ite armed forces aa 0 basic aspect of 
netionsl power. With Soviet assistance, 
ite military capabilities have hecome far 
greater thom those of any other Asian 
power and will biy continue to in- 
crease during the next five years. (Parcs. 
3E-39) 





‘pists In the Commianist world has bean 


gteatly enhanced as a result of develop. 
roents since the death of Stalin and par- 
tieularly because of the prominent role. 
they have played in Bloc affairs in ths 
post year. Pelping will probably further 
inovense ia influence within the Commu- 
niat Bloc and will have an important 
yolee in matters affecting the Bice as 4 
whole, Communist China will continge 
to maly sie ihe Sila Zor the buik of Se 





tween Moscow and Peiping, it is highly 
unlikely that either will permit such com 
fists to impaix Sino-Boviet solidarity. 
(Pores, 29, 49) 


&. Communist Ching’s influence hes in» 
creased markediy in the non-Communtiat 
world, and ite presenca is expecially fell 
in Asia. The Chinese Conmmmists have 
been able to create the impression in 
nich of non-Comnmninist Agia that Com- 
munich Chinn is a dynamic, permanent, - 
and perhaps not-unftriendly world power, 
which it is unwle te offend by too close 
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alignment with the West. At the same 
time, however, there is apprehension con- 
cerming Communist China’s real inten- 
fiona and a retognitlon, though sekiom 
voiced publicly, of the buportance of the 
US in restraining Communist China from 
overt aggression. (Parag. 44, i4, 57-58) 
6, The replacement of Western influence 
by Communist influence in Asia all con- 
tinue to be & mejor Chinese Communist 
objective. Th its approach fo this ob- 
jective and other international proilems, 


Peiping will probably try ta avoid courses | 


of action which it believes would pro 
voke US military intervention, If will. 


remmin hostile to the US, and wilt not - 


offer major concessions on baale issues. 


Nevertheless, it will probably endeavor - 


te appear conciliutary and flexible on in- 
ternational issies. At the same time, 
it will continu: ite subversive efforts, and 
will take advantage of opporlmities fer 
Communist expansion, possibly includ- 





reroll agningt non-Comimunist govern 
ments. Pelping will remain determined 
to obtain control of Taiwan, but will al- 
most certainly not attempt to seize Tsi- 
wan. by force 30 long as the U8 la commit- 
ted ta its defense. (Paras, 59-60, d2, #¢)} 


L DEVELOPMENTS WITHIN COMMUNIST 
CHINA : 
q, During the past seven years the Chinese 
Communists have brought mainland China 
under effective contral and have established 
@ strong cantrel goverument, aligned ‘ith 
the USSE ond frostlle to the West. By delit- 


‘erate ea of berror and hy persuasion and 





soclal pireswuce, {hey have £ sally changed 
many bask features of Chinese avclety. ‘They 


. have cade considerable progress toward de 


an industria) baa and im incressing 
entpatin other secforsof their economy, The 
Chines Commeanist armed forces are belong 


motermized, with Soviet support, and thelr . 


mulitery capebility on the Aslan mainland 
and to euljanent aloes han been geeatty f- 


The Political Situation 

& The Chines Conmunist Perky 2 in com 
plete contol of tha government, Most im 
portant government posta ab both national 
ardf local levels are held by members of the 
party, and the party structure parallels that 
af the government down to the smallest pollt> 


mitted throughs both gowernirental and pariy 
chamels, ‘The parky cadreg have tha impor- 
tant fonelions of supervising the operation of 
provincial areal local govexmients and af pra- 
widing leadership jor the Implementation of 
majov projects such ay the socialization af, 
agriculiure, Nomparky temiars ocupy & 
few cablnel and subenbinet positions but ere 
then ether as window dressing or in orter 
that their skills can be explodted, 

&, Party membership has more than doubled 
since 132, and naw probably exceeds 1) mil. 
jim. ‘The majority of party members com- 
thus fo be drawn from the peasunt class 
{about @ percent), bub the proportion of 


‘urban, workers baa pow ineremeed fo abut’ 


14 pereent. About 10 percent of Sie members 
ane women. 


10, The top lesdershio of the Chinese Com 
minniat Parky hes continued to demonstrate 
a Temkedithe degres of conthinity, unike, and 
stability, The Kigtith Party Congress, which 


wet in Bepbenber 1950, confirmed the domi 


nant position held by Mas Teetung amd hin 
he Yeh, and Chim Yon. These fou ment 
serve ag vice chainnen of the Central Comte 


Ing the axtendon of support to armed 


a a | 
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mittee oul aa members af the newly formed 
therman Starting Conunikies of the Poittbara, 
the most powerful organ af the party, faa 
himaeit remains chatrmen of the Cantral Com- 
mittee and af the Potithors and its Standing 
Committees, His personal and power 
have not been diminished by the Soviet attack 
on. the “ould of pursonality.” 

11. At the same time, the party bie brougiit 
fon new blood {to the higher party echelons. 
Oe buried thiee neg nuenbers ard alter. 
ates am a added ty boeghiar ica le 
mittee rig atte mune) 

central goreraiient. and 





and key slementa of the civti government and 
the miltlary, the party hae ohrengthened its 
comtrel ever these segments of government’ 
amd administration. The moet notable ine 


Teng Helakp'ing, Secratary-General of the 
Central Coramitice and apparently the lowest 
wanking menbe: of the old 13-nan Polithoro, 
to the Standing Committer. 


12. During the next five yours, the leadership 
at pie norgliins probably be ate to maiteie 
unity and cohesion. In the evant of Mao 
death oe dixabillty, jockeying for power might 
develop which could redues the effectiveness 
of the leadership. Heo would probably be 
susrecded as chigfotatate ty the aged vee 
chairman, Ci Ta. Howerer, elective power 
would probably initially reside in a collentive 
‘body made up of the sinter park members, 
. U3 The Chinese Communist Party witl be en- 
gouged in a continuing dries bo maintain and 
tighten party discipline. Tt-will prokably con- 
tinue ite efforts bo improve party conte! in 
the army and i economicenterprises, im order 
{0 prevent Ehe eniergence of & caete of none 
polliieal speciglisis. There ‘wil aise be on 
efort to adjust relations between Iocat _~ 
central organs within both party and 
meant, in order to eneourage ince! initiative 
while enforcing centre! sontrol! ard aleo te 
prevent fhe development of lea] sutraples. 
Alioveal miministralive ettictency will probe 
abiy etre ie Tene ee continwne ta be 


BE 
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hampered ly # shortage of trained party oa 
dres and administrators, 


Popular Reaction fo the Regime. 

14, We believe tat the regime ia faced with 
conaidersblé divatiyantion, engendered in 
paxt by rigid controls, enforced sovlal changes, 
and impotod austevity, and in some oreo 
shah as Tibet, with open detiance, On the 
other hand, the regime hag the positive sup. 
beet of aeaie groupe, in part ax a cemalt of 
ite orétaises of a new indushvigiized and peda 
pirova Chipa and ike clating of growling pres-. 
Hee and infiuente in the work. The bolk 


. af the people, however, probably respond te 


the regime In a Mather beswase of - 
thelr conviction thati* can effectivay exareine: 
ite power over them and that Gitte is to be 
gained by opposing it. 


15, The regime, concerned by the udverse fe 
fects of the continuing lack of general postive 
support, sought, in the spring of 1056, to relax 
domestic tension engendered largely by the 
aes emmkexdtied im the col- 
Inctiviention deivg of 1985, Phe seg hk 
fo noanteract the rigidities of Ite poticles anc : 
to create a more positive response to its pro. - 
Grams, and promised some amelioration of .. 
the harsh comditions of ie to almost every: * 
sdclal proupin Communist Ching, In partice 
wlar, fhe regione has adopted some measures 
designed to improve comiltions for the intel. 
letfuals and ty increase incentives for peas- 
ants and a ‘This reongnition af 
what the Chinsta Communists subsequentiy 
termed the “henan facta” in Ppeeducthin amd 
sodlal reargenization ary sternmedt 
fod & desire to coneotidate the condderaile 
socal change which had occurred, 


16. These tactlos have not involved any sfg- : 
nificant increase in personal freedoma, Tie. 
apite an atricurncrd emphasis on material in- 
‘venviives for paasariie aod workers, thea tne 
centives Wil be Uniited since the regime's 
long term program will inevitably require 
the retention af qusterily and hearth cconondic 
policies, Moreover, the incentives granted to 
private entreprenenrs partisigating in a 
giate-private enterpyigea ate admittediy ten 
pocary, The toleration amd ever enocurage. 


Et 













ment of intellestual diversity, int certain fidds, 
designed 4 elicit tia maximum efforts of Com- 
rounist China's Hmlted numbers of intellec+ 
tuals and trained techniclens, will not he car 
ried to the point where attacks on basic pol- 
Iciew and doctrines of the regitns will be per- 
waltted, 

fh. Bven if the veqition is tmeucersstel bn elicit. 
ing greater positive support, it “will peabably 
be able to maintain fim conttal throughout 
China and io baplement seeping social 
changes. 14 fvas large and welltiscipiined 
police, reliitia, and aeturity organizations, 
supplemented hy a network of informers and 
Joral “yesidents’ committees” which provide 
surveiance one individual family srcups. 
Party contre! is farther reinforced by a system 
of Mass organizations, organized along acchal 
and occupational Hines, which mobiles various. 
groups in the population behind Communist 
programe ond eeree as channel for propa 
aoa: of agricultural cooperatives amd collec: 
strengthened Commanis} cuntrol over thé 
scale pestent tevolts, Behind this conk 
48, The Chineia Communists have admitted 
the existence of unrest among some minority 


itaposing 


of gradualien in Communist instita- 
Hong, "Tha most serious recent armed clashes 
appear to here been with the Tibetans, Ab 
though the Chinese Communists were able 
io catabiish a military regitne in Tibet in 1952, 
it was not until May 1086 that they took the 
first step taward establishing Tibet as an 
“entenomous region of Communist Chins, 
The regina, in recognition of strong Thbetan 
ehanges will be Imposed gradually. 


_ 18. Baxting invaleement ina mejor war, dur- 


ing the period of this estimate the nagime’s 
contre over the pepiitanion will probably be . 
cone incresalngly etfective az sockalized enter+ 

cee firmiy established. The 
mae 46 have dlii- 
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culties in imposing ite policies in minority 
Sreey, such ao Tibet, where changes will have 
to be instituted slowly and carefully, How 
ihe aveay will pr y be faciittated as 
temtunieations and party organization im- 
prove, and as the polley of moving Han Cht- 
nese inte these areas ix iriplemented. There 
appears. to be, during the period of the estl 
conte, little Ukeliesd that the existance of 
the regime or its contyel aver the mainland 
wit be threatened by popular dissidemee, o¢ 
by the almost inevitable local araptions of 
discontent. ‘The regime will probably be abla 
to elint a pomewhal mora positive uupport 
from: ceetain privileged groupe, such as skilled 


The Economy of Communist China’ * 


0. ‘The transtormation, of agrarian Chine 
Inte @ “modern socialist indugttial" state ie 
an avowed major objective of the Peiping te 
gime. During the initial four years of Me 
Hirst Five-Year Man (1003-1957), the regiaie - 
fins achieved consilerable progress in ite pro- 
gram of imlustrialization, Gross matlonal 
product has probably been expanding at an 
average maoual rate of seven to eight percent, 
a prowth cate conmparsble te thal of Japan in 
recon years atl well abowe that of other 
Aslan counteles, ‘This growth was nchleved 
under considerable etrain, involving enforced 
austerity and sdjustmente to shortages In 
transport, power, and other sectocs. Indua 
: Bee Apgendist A for addi ocd diggusiton of tht 
current exomonke sibaation, 





depeident data that one avaliable shencgly ap 
gest thak hese Spures conatitute the bast ero~ 
pote dete avatizbla to the regime and that 
i: mast inataneas thera appenre to have been 
fo mictive bo inflate thesy dala. Where in+ 
aacurtelen exiah, thay appear, for the mesh part, 
to be the peqult of anobiguous definitads of The 
dota, daficiendles and treupertence im cata. cob 
lection, provisional moporting, preamure fo re- 
port felMliment of plans, snd inenmplete und 
selective reporting af the date. to supqionh ce 
bain policy points of view, 
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tial expansion appears to have exceeded the 
original goals of the First Fire Year Plan, 
siderably tues than the pinned rate. The 
rate af investment has approached a) percent 
of GNP and industrial oulpid tea inerensed 
at an eotimated average annual rate of nearly 
PT percent. The output of steel ingots fs ash 
mated to heave increased from approximately 
LAS million tens in 1959 to abouk 4.5 milion 
fome in 1056 and the imited electric power 
production hog doubled. Agricultural oufpat 
has increased at an estimated average annus) 
rate of ruurly tices percent, 


a1. This relatively repid mite of eeonenile 
progress was facilitated by the cormparatively 
inexpensive rehabilitation of the modest in- 
dnatrial bese, bulit largely by the Jeponest 
and concentrated in Henchurta and, to a fess- 
ar axtent, in Morth China and Shangkeal, Pe 
litical unification of mainland China, for the 


sully p 
conditions. ghich enabled the 
regime ann the previously fragmented 
economy end to orginize resources and prow 
ducts: on a matoral basis, In sddition, 
the regia has received from other Bing coun 
tries, over the fouryear period LaG3-1R36, 
capital gow, raw matetiak, and military 
equitprdent in fhe amount of over six builton 
dollars. if this, seme LS billon dollars was 
eopered by Sovlet ucononils and miliary ered. 
its and the balance financed by exports, The 
Biot has euparentiy fulfilled Chinese Com- 
wurnist essential impork requirements, spe 
alally for machinery, though with occasional 
delay in delivery, and has provided consider 
able tochninal sosistance, 


od. Ons of the mest important factors con- 
tributing to the eeehire’s ecrnomie program 
es beam ite success i cetablishing effective 
controls aver the aconmmy without causing 
a major shimp in preinetion, Thee par 
vanive contecls affeatively restrinfed conmumyp- 
tion ax output incrensed, resulting in fhe fax. 
mations of capllal while war concentrated In 
xpanding bewry tadeatry, and in the ac- 
eumutation nf commodities to exchange for 
vital imports. ‘The agricultaral seclor, which 





contributed nearly two-thirds of GNP in 1750, 


SEE 


presented the critical problem because of the 
ditoulty of establishing control over the out- 


wililions of thry farms. ‘The problem of estab 
Thing contre aver iiusiry was ters oifficult 
betiuse the regime was able to aseuine owner- 
aiip of a major portion of heavy industry di- 
reetly trom the National government, though 
it wae facnd with the problems of organking 
prestontion, 


33. In the earhy stages af establishing control 
over the country, the regime permitted « large 
stgment of private enterprise to continue ard. 
for the meet part, exercled indirect methods 
of control through face, banking, and trade 
chonnels. it ratiiessy enfored compliance 
with its regulations aid eliminated the major 
pobinlial sources of cetistanes, The yegitie 
commuirenily applied edication, propaganda, 
and social pressures in an eflark to induce the 
people to accept the end of private anberprise 
and began on a small seate to laypose sochalist 
conbrol througis a sevies of transitional 
However, by forced aetrleration af soclalita- 
tion. ig the winter’ 1955-1958, the regime 
virtially. diindnated private capitaltent and 
peor direct control aver practically all it 
dustry snd comunntid, * 


24 To ease the transition fo sociation in the 
sgricultural sector, the Chinese Communists 
wt first aclogled a slep-by-siep approaul whidk: 
was t) move tram a simple posing of labore 
and fools, through agricultural producers co 
operatives, ty full stale collectives, ‘Che Chi- 
nese peasant, by Incentives, tneluding the 
promize of higher income, and hy nonce 
pllance peneiltios, wes induced ta accept con- 
stantly increasing stake control. Concurrent. 
jy, the tegime rooved more rapidly fo gain 
conbrel oni tie morkeliog of the maim agri- 
eultatadl producig, und celablished price con- 


trols, tationing, and control on agvicuitural 


joans. During the early part of the present 
ive Year Plan (1963-1057), progress toward 
collectivizatlon was slow, irregular, and rain 
uncertain, By Octaber 1964 less than two per 
lectives. 





a 
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8. Follawing & epecch by Mao in July 1055, 


the rate of collectivivetion wos abrupily ac 


eelerated. Wao called for more rapid soclaliza- 
ton Uuough energetic leadership, and cag- 
gated thoge who had urged = slowed pace, 
By November 1956, the Chinese Commanise 
tlairot that 06 percent of the total peasant 
hhausehelds in Cite were ringers af 
prodkaer coopera’ those 
83 percent wer completely eollactiviaed. We 
hetlens that almost all peassinte have noe been 
assigned to collectives, but thet many of thest 
collectives hare nok yet bean, consolidated. 


28, It is too early th judge the nltimate effects 
regime has claimed that in moat instances 
production dag incressed in agreniiute amd 
tndtuatry and that trade has expandedt, it has 
admitted that the “quistekes and defents were 
elspa at cre ATH 


washes and fey planing, (0) feglent of Live 
stack and rural handisradt industries, and ic} 
defective organisstion dus to “rapld advaicas 
of the movement.” Tn adition to the prob. 
len haere jn gach a large umiertaking, 
iany moistaloes resutbed from iuexperience aud 
lack of training on the part of the cadres 
respondiile for the ditve. Newerthelees, In lis 
approach te socialization and partioutarty ttre 
collectivization of sgrinultine, tie Keginie has 
to date avolded inost of the disastrous cone 
quences expertenced by the Soviet Union, 


aT. Planatag for the Second Five Yeor Period, 
Ute sutiinate that many of the First Piva Year 
Flan targely for 1967 were achieved by the 
end of 1086, fat 9% tie cast af deplehed mate- 
Tiel. stockpiles and on untenaily low level of 
working capliel Aa ® reinli, the yeor LOT 
will ba a period of adjustment and consolida- 
tion before the more ambitions Second Five 
Your Plan 1958-1963) is begun. The regi 
hos ovinerd growing concem over tha inter 
related probleme of consumption and incentive 
and the totel amount of capital available for 
Investment, It has recogtised tia dangers: 
ie) that a shoriage of commer goods will 
cause difficulty in maintaining price stability, 
{6} teat prices paid to the farmers tor many 
of thelr products are too low. to encourage 








penile ear ami (c} that 

{clenoy of light Industry products will 
pronetban worker's Ewenties wand lower ore 
ductivity as well as reduce the state's proits 
and Ue yeagorees tor Investnent in beayy le 





Mdextzy, Although the regime has recently an- 


nounced ie Intent ke maintain industrial 
investment in L987 ab about the 1956 levels, 
if has arinoibted that cata in sopiwidatetal in. 
vealinent will be necessary, A progtam of 
austerity in ofher government spending has 
BE Althowgh such considerations will prob. 
ably lead to seme modifications in the inyeal« 
tent program of the treently announced 
Second Fire Year Plan, the regime will pra. 
ably stil try in the second five your perigd to 
achieves a rate of economia progress abt 
eral to that achieved im the first five year 
pried. The announced targets of the Second 
Five Year Plan call for about ant 86 percent 
inerdage in industrial production abora the: 
fevel exnecteti for 1937 and an intreese In 
agricultural production. about one-thivd over 
the expected 1967 output, (See Tables A J 
page 17 and ATE paye 105% If these qools 
were inet GNP would incroms by about 45 
nent 

20. Acnisjor weakness of the proposed Secdnd, 
Pive Year Plan Je ibe assumption that agri- 
cultetal ovkpot can be increased at a rate of 
six portent annually. We eslimake that even 
with consiiatuble effort the growth in fom 
oripat will be only on the order of tites por 
cent, and, Uherdiore, will neokebiy invatvw aot 
oely the curteiting of planned increases in, 
paeninal consumption + but gisn sorie rei - 
Hon ia planed tnvesiment, 

3. Malor Eoonentio Problema Ds view af 
the difficulties of increasing the amount of 
lod under cultivation, the vigitne’s spcmoss 
chaitolesraaa da ates cle adil 


"hint Key seabors, tyr USE the Chines Gommunlabs 
idan to increige pradankton alone the probable 
1257 tevala by the following pereentag: sat- 


ent 

cant, electcie power 331 percenk, erade alt 2 48 
percent, snd cheilesl Septilines 435 pement. 
*Sea partpreph 21. sippenuite &, fora decnssiot 
af pegulation growth. 








pend largely on ite abdlity to raise ylelda, The 
quailty of the soll and the suppty of water are 
adequate to support 4 substantial increase in 
output per acre, provided a heavy investment, 
is made in fertilizers and irrigation. However, 
we belinve the total investment in agriculture 
included in the Second Five Year Plan (1958- 
1902) i% inadequate for achiering the agri. 
eultural eocla. State fevestraent & largely 
limibed ta some large sesle flood control and 
irrigation orojecte. The bulk of the invest. 
ment, which will be for local projects, is £6 be 
provided by the collectives trom thelr own 





production, wrer and above thelr contribution 


St. Whether the collectives will folfill their 
goals wid depend in part on the peasants’ 
reaction to collectivikation, the frst 
year of fall somie collectivisation (1058, peas 

ant reaction was mot unduly adverse, aoay 
becuse af the prospects for a good crop year. 
We believe « continuation of this attitude wilt 
depend largely on whether tow regime is able 
and willing te permit same increase fn, the 
ceal earnings af the pensatts, The prospect 
for & tleing peasant income will rest on the 
regime's decisions regarding fotal national 
expenditive and | and a the 
weather. We believe that the regime, recog: 
wishing this problem of peaxant pa wilt 
probably mike some concessions to the peas~ 
arts, and cadres have already been instructed 
bo Henit’ the investent, welfare, and reserve 
fond allersiions from the fino of fie col- 
lectives fin order to maximize direst payments 
to the peasants, This situation will tend ta 
Timit the additional resources for Investment 
which the ftegime can hope to mobilise 
through Ma eollentivization program, and in 
addition wil render the proccam vulnerable 
in the event fares cytot falis to lncrenze. 
83. Bye with adequate progrest in capilai 
formation, the regime will sl have the con- 


| Hiwing problems of planning aad af. proper 
allocation of investment. Ay the industrial 


aector becomes integrated, orderly progress | 


wilt depend an timely, reallsile, and accurate 
planning which avoids mistakes such a4 those 
which in 1966 resutted in shortages of coment 
and steel, shortfalls in petrole 





m peaduction, 


low quality of output in many industries, and 
shortages of commodities for export. ‘The 


planners must also act Go end the serious * 


_coneestions and ddays which have cecurred 
on various sevciions of the rafiroads* 


Sa. he shortaye of trained personnel will con- 

tinue to be another problent of major propor 
tiny, The increase in Invesirient, the pro 
decled completion of new plants, and the pro- 
gtessive integration of indusiyy, ara certain 
to accelwwate the requirements for trained 
petuonmel in industry, Tn particular, the 
Communists admit that the development of 
necestary skillt ie the critical factor mn the 
establishment and. axpansion of such. indus. 


system wilt find it difficult to Ssias Bedi 


. tor ite own expansim and for the neds for 


trained personnel tn industry and agricul- 
ture. Moreover, the sthorlage of sclentific 


will ‘continue and sclentific re 


manpower 
search and development will reredt lirlted. 


34. ‘There will alec be the problem of setinty- 
ing the incressing tequirementa for essential 
imports of machinery and other commodities. 
Further increases in production by almost all 
industries will depend upon installations of 
new. producti capaeliy, mech of which 
is to be fornished- by the Sevier Blow, but 
some of which oil ene from the West. Doure 
ing the period of this estimate, the Chi 
nese Conununist ablilty to import will be ad- 
versely affected HH, sa it tow appears, the 
Soviet Talon extends no further erediis. Tb 
will also be adversely affected by the need to 
repay outstanding Savisk ccmiite and by the 
extension of grants and credits to Asian Com- 
tetnst ahd nen-Commndet coontrleg Boe 
ports will therefore have to be increased even. 
thee then | which will be dificult in 
view of present problems in squessing eubage . 
ricultural goods for export. Moreover, devel- 
opiients within the Soviet Talos and the 
European Satellites may have an important 
adverse impact on the volunie of imports from. 
the Bloc and the timing of their arrival, Be- * 

‘See parniraphe UGS, Appendix 4, for a dit- 

cussion of transportation. 
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lay of curtadinwnt of scheduled installatlons 
ee ee ee eee 
haw a mlousdly deptetaing effeck upon ths 
Chines Communist rate of induskrial growth, 
Mowever, tf Weatem beede controls were ne 
laked the regime's be cit the Bioe 
would Joe reduted andl he faport prokinats 


=e There will also be the continniag drain. 
on resources to maintain fe lange mdlitery 
tatablighment, whith i¢ sihetiled to acomume 
for 13 peocent of the bodget during the See- 
ond Five Year Plan, as agalnat 18 percent in 
the First Five Year Plan. inv abscinte teers, 
the plan provides that military expenditures 
wil) remain approxinetely at 1966 Jevels. Hot 
only does military spending reduce thes finds 
avalighle for other purposes, bub it alse compe 
pelos for comamxilies in short supply such 
ee pteel and trucks, and taloea a hirge share 
of the earnings foom exports to feance amar 
Lary imports, 

ah. Prospante, We bellow that any of the 
targets of the Seoond Five Year Pian, aa it 
ow stand’, are realist and cannet be 
achiaved, ie is Ukely that tine regina, which 
appears to yecogniza this situstion, will te 


strabed an ability to cope with similar probs 
leone io Che past, hawe achieved consideraide 
momentum, have fortes strengthened thelr 
sonbtral methanian, and will probalty eon 
Uitte fo nike progren, 

af. Burying a sevker of naturel dieaghine or 
the outhresk of war liv Ose Fe East, we be 
Dew tint the gross salioned product @ilh i- 
crewae wk an ance rate of siete seven mere 
nen duchig bl gic igst-1062, aa es 
with, an, a pate of b 





mately sever fo aight vereet during the 


period 152-1957, This increase will result in 
a tolel Increase in GNP oF 3h-40 percent dir 
Sng the parlod TO58-1982 as compared wily tha 
45 percent envigaged in the propesal for 
the Second Flea Year Flan announced in Sep. 
timber 1058. Agricultural output will proke 
ably inereaga Gt 2a average annual rate of 
alent three gencent rather than the planned 
take of six percent, Since the regime will 


BEG 


haw to compensate for (he shortfall int agri 
sulium, tha Chie people, especially the 
peasants, will be pinesd under heavy strain. 
However, it is mot Hkely that the regina di 
er ce 

Tent poitrent to bie extent Hiei vue inereee 
it per capita. conmupsption ix possible, af- 
Shepgh they mony do se for dsort periods to 
make wp for Lemporary setbacks, 


The Miltary Establishmant* 

38 The Chinese Communist seghine hes 
placed great. enaptiaais opon maintaining and 
deneloping ite ares forces as & laale sexpert 
of natlonsl power. With Soviet asaistance, it 
juss Become by far the strongest Aslan mi 
‘Lary power, ‘The ground forces of the People’s 
tiheration told “2.50000, many of . 
wehowa are battle tested and most of whan are 
fairy well trained. The aie arm, ine : 
frival aviation, is estimated to have Bei tes. 
Hight Sorabers and 1475 jet fighters, ‘The 
naval fottea fnelods four Arid 1G 
subroatines, with additional unite uncer en 
akruction, and an estimated 315 alecratt. GE 
ihe Latter, 160 ave job light bombers and 3¢ 
ave job fenters 

39, The armed forces protabty will not in- 
opened tthe perenne! strenett in the next 
fom years, but the power of these forces will 
@tow ag the ground forbe aol tha air ance 
Ree taeee corey eee oe pened 


ere patrol 
veagels., ‘Communist Ching will remmin de 
pendent én the TSaR for mosh major items 
of willtary equipment and a large part of 
ite POL supplies duriig tha peck of tits 
extinata, 


iL. COMMUNIST CHIMA WITHIN: THE 
COMMUNIST WORLD . 
40. The position of the Chines Communists - 
ite the Conmmannish warld hes been greatly ene 
hancsd as a nesull of developments since thie 
*Traile Gonkrala are decal in peregenpte , 
« itd a ot Angele A. 


"Gee Angee © fore more compte disemetats. 
of is ite Chittes: Communist miktery establish 
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death of Stalin and particularly because of 
the prominent role they have played in Blos 
affairs in the past year, Communist Ching’s 
initial resotion. to Soviet eriticlam of Stalin 
was one of alodiieds and noninrelvement, 
with Pelping taking care te point cub Stalin’y 
“strong pointe sa well an hig “awakreases.” 
Bowers, as & result of the Polish snd Hur. 
portant erises, Pelping hes become increasing 
ly involesd in Eastern Eumpean affairs. 2b 
has aoderbed the mevemity for eack Cominia- 
aie coy <2 Aree win ae eer Et 
jit. own political and apclal backprounds, has 
pointed out thab mo one Communist coumtry 
is entitled to adopt an atiitude of superiority 
over other Communist epunizries, and prgh- 
ably has favored a more flexible approach by 
Sodek relallons with tha Sateliiles, Commnu- 
nist China bas so far not Joined in Sovigk 
erthiclem of te Polish pres and there is 
some evidence of Sine doriat diferenoes on. 
Poland. On, the other hond, it supported the 
Soviet use of force in Hungary amd has i- 
eles Gee be oe 
countries de loyalty t international protehe 
Fan slitarity iG under aan toast or ae 
Soviet Union, 


41, ‘The tone of wathoelhy in the Chinese Com- 
muniat statements and the need apparently 
fal a the Hrevalin for Chinese support ot 
Eastern European issues have made e deep 
impiemanion on the Communist world, and have 
further weakened the convept that Moscow Is 
the only authoritative interpreter of Commu 
hint Wesingiea! muldane, The actions of the 
Chinese Communisis would appear to suggest 
an awareness of the need for come concessions 
fo neHoreliom in the interests of Bloc sali 
daxlty. 


4g, The Chingse Cotomumists, in many cases, 
are the channel Girmigh which Aston Comme- 
tilt parties. recelve guidance, although most 


nists exercke subatantial influence ts North 
Vietnam and North Korea. Communist China 

has extended a credit of $920 million to cach. 
af these countries, continucs to maintain large 
forces in Mort Koves, and f& the principal 
supplier of military aselstance for Movkh Viet 
nan, Commonish Ching. is developing in- 


SEC 
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fluence in Outer Mongoila, which tntil recent- 
ly was on exclusive preserve of the USER. In 
1bht, the Chinese Communists extendel a 
$40 million credit over a four year period, ta 
amit the Mong it fhe construction af 
light Industrial facilities, and supplied a large 
‘dumber of technicians, 


43. righ agra salimate, Feiping 
with probably further fnurease ik influence 
within. the Communist Bloe and have on ioe 
portant voles In matters wifecting the Bloc. 
ag a wide, However, Communist China will 
continue to rely on the USSE and the Cont 
muniet Bloc as the chief sovvew af tha fe 
parks add, and technical assistancie eseential 
te iis melliiary gad atoriomic programa. In 
dite, Piping will slmest certainly eon. 
Hnue to rely ot Soviet military guarantees 
aa ty Ghiel inaurance againet whab it regards 
as the danger of US atheck, Although ib ls 
probable that same conflicts of interest amd 
te will develon imtween Mins 
and Petping, if ls highly unlikely that either 
pi ne aaa to inipady Sin Soviet 
80) 


i, COMMUNIST CHIMA'S RELATIONS ‘WITH 
THE RON-COMMUNIST WORLD 


sporbi, anal ia presente ig especially feth in 
Asis. Tt has forme] diplomatic ter with Tess 
than otethird of the countries of the world, 
hut these indlnge Indla, Burma, Ivioneda, 
Ceylon, amd Paldstan. There ls a growing 
piecaure tor narmalizetion of relations with 
Communist Ching, in Japan, in 
‘Western Europe, and in the British Common- 
weellh, U1 intiuence ax been the major. 
faster in preventing a mach greater number 
Fin beogihiag Coninunit Ching and 
agresing to ite admission to the UN. # 

45, Commamnist China tas keoadensil its com 
teeta, even with those. countries with which ib 
dons ok have diplomatic relations, If has 
expanded trade with many eountrins In. the 
non-Communiat world and has regularly par- 
ticipated in trade fairs, There has been a 





Bey Roped Os Countvies recognizing Com- 
manish Chin. 
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atesdy Increase hit the exchenge of officiel and 
unofictal delegatlins ami Chinese Corunid- 
inlets have frequenthr cultivated epecifie tar- 
gets buch a8 professional, intelectual, and re- 
laos eves a ee them free tawes to 
radnand Ch 


48. In oder nearer fies with, ihider- 
developad countries, Communist China has in 
several cases xelected Them for trade bewsuse 
al thelr political bnpact. Fer ecumngle, despite 
a ahortage of steal in Communist China, 37,000 
tina were exported to Zaypt in the fest half 
of [0o8, Other examples have heen the rict- 


for-rgbher deal with Ceylon, the Bine-Burma- 


frede ageement, and the suppestions to Japan 

_ Etad ieege amounts of coal and iron ore would 
oe in exchange for machinery wid 
atoal, 


1. The Chines Communists have alan used 
econ neslatanice te pain influettd, The 
Sino-Gambodia aid agreement, which ws 
Signed in June 1088, provides for a 
iad of about $22.4 milion durkig 1968 and 
1867 in, the dorm of technical B, CO 
struction tmaberlals, and Both 
nountties have stressed the “unconditional na- 
ture” of this aid. Under an agreement signed 
in Oetober 2950, Nepal is to receive grants 
totaling approximately $12.6 million over a 
thitta year period, The Lag government haa 
net yet acted on Chinese Comununiat offers of 
adsiztanee, 


‘48. The Chinese Communisty have demon- 
strated interesik In devildping fie Aslan- 
Affican Sloe as an Insiwment to weaken 
Weatern economic and politieal infidance in 
underdeveloped arces, At the 1055 Bandung 
Conference Chou En-lad took a leading part 
and actively supported the “Bandung spirit 
of peaceful evexigtence,” This hes since ba 
Anite doe ad the Wining slogans of Chines: Com 
munisk foreign polley, designed to convince 
HonConmmuniiet siete nations of the peace 
intentions of Cammndinlal Chins and to fact. 
tate an increase in Communist influene ft 
these areas, 


49. Emphasis on the “Bandung spirit of peace- 

ful eooxigtence”, however, has hot cnuged the: 
Chinese Commiutinte to cease fale ederta to 
gain the allevlance of Overseas Chitiess com- 


Trantties, of 16 shandon aubingive aqtivities 
in Bouthenst Aela. Moccover, tue bulidup af 
Chinese Communist military capabilities and 
commana border incursions constibite a con. 


“{iribing preseare on neighboring countries. 


£0. Peiping i2 silempting fo {rerease Ua in- 
fittence, snd elitninate that af Nationalist 
Chtaa, in the Overseas Chinese communities, 
especially those of Southeast Asia, It is at 
Lanupting to obtai aentvel of local Chinese 
schools, ninespapers, organizations, tan lend- 
evs, and iy conducting @ Lite scale rapa 
ganda campalgn to revive interest In Chinese 
culture. In mainland Chine, preferential. 
treatment has bien promiied to Overseas Chi 
nese students and to relatives of (hyerseaa 
Chinese, Although these efforts have vented 
ity Sate Increase in Communist Chinna’s inti. 
anes among Overseas Chinese, the bulic of the 
lather still appear to ba intent on improving 
thedt pesitinns tri their resident countries, arid 
aeek to. avait involvement ba the slroggla for 
their allegiance, 


SL. The Chinese iaiuianada se eisiig tonee 
aupport to indigencus Communist grmipe in - 
Asia. This polloy has been followed avin by 
the neutralist countvlee despite ta adverse 
affects on Chines Communist relations with. 
the governmenta concerned, In Burma, the 
government {4 comzermad aver the akeietaree 
given by the Chinese Commounist Honbasey 
to the Ione! Comtmentsts. Many Indonesian, 
particularly in the atnuy acd the Mader par 
‘Hes, are disturbed by the Hes between the 
Indonesian Communiss Parly and Peiping. 
The Indian government ie concerned by the 
probability that the Chinese Communists ave 
giving assistance to the Commnusiste in Nepal - 
ont tine pony tht thie Wags telbien Bae 
received Rycie Tete Comiuiniiat Oh 


82. The Chinese Communists have aes 
to increase their military capablilties in the 
Talwan Stralt aren, although Chinese Coni- 
Minist propaganda speaks alnigat exelusively 
af the “Ath to “berate” Taiwan by 
“peaceinl” mare means. Pelpiig has adopted a 
erate attliade toward the Nallonalizis, * 
offering pobonllal defectors positions in the 
Peiping regime merepomding to Giese of ex 
Hathinadist calaborators in Communist China, 





snouet it 
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ropaganda directed toward ‘Taiwan 
“to create the impression that the 
U3 ig an unrelfabiy ally for the National gov 
ernment and thal the latter will imevitahiy 
collapse, Deapite Pelping’s acemingly concilt- 
atory attitude toward Taiwan, the Chinese 
Communisia continue to vefect categorically 
any suggestions for a compromise solution 
to the Taiwan problem invelying “two 
pagent they equally reject suggestions for 
a rmeeningfal renunciation of force in the 
‘Talwan. area, 


55, The altitude of Commonist China toward 
the (8 continues to bs one of hostility anid 
mistrust and tts polley is directed taward da- 
atroying the US position in ihe Par Bast, 
Peiping portrays ihe U8 ay the chief threst 
to peat in Asie and the world and the souree 
of moat of the problems facing the countries 
of Asia. Meyertheleas, the Chiness Conn 
yiista have made some gestures to create the 
iepression that current Communist “peace” 
tugtion apply also to relations with the U8. 
These gestures, however, appear te be directed. 








not at improving relations with the US, but. 


at undermining US policies and creating 3 
neliet, partiouiaria in Asia, that a shift in the 
US attlhude toward the Chinese Communists 
is ineoinent, 


The Avan Impression of Communist 
Chinet 


$4. The Chinese Commiunish: have teen able 
to create the impredion in tuck of non 
Communist Asia that Communist Ching ie 6 
dynamic, permacent, and perhaps not une 
friendiy world power, which will exert a major 
infiuence om the coum of aventa in Asie. 


Many Asians are impressed Sy the effective — 


contrat which the Chintsa Communists exe. 
cise over the tremendous: eree and population 
of mainiand Ghing, by the sweeping sdcialiaa- 
ton of the country, by the steady and sub-~ 
stantial inerensex ie military capability snd 
industrial capacity, and by the growing abil- 
ity of Communist China to fade with and te 
extend economic assistance to other comnbries, 
55, These achievements are of particular sig« 
nificance to the pecple and leaders ta taney 
eountries of non-Commnnist Asia becaten 


SE 


these countries are int 


they too are secking fo make profound social 
ami economic as well as polltleal changes, 
amd the Chinese Caminunist pattern appears 
itt certain respects to offer a sohition to many 
of their problems, which they are tempted ta 
adopt. Many af the people ard leaders in 
ed ta pay move ate . 
tention to the apparent material progress in 
Communist China than to the melhods by 
which it wag attained, 


SG. Many Aging, in rark because of their con- 
tinuing distrust of Western intentions, have. 
been impressed by Contmunist China's ant 
tolonisHst propaganda and da sol believe 
that the Chines Communists intend to ex 
fond ther contol throughout Asia. ‘Shei 
receptivity i this propagania is encouraged 
by the tendency in Asia to equate capitalism 
ant private enterprise with ecloialiom. 
There ls also a tendency among Grany Asians 
to accept the Communist charges that the 
US program of develaping military pacts and 
touwes Is a colomializt palisy whieh threatens 
the independence of Asien countries and ine 
oreages tie danger of war, 

37, Although Commonist China hay bead able 
ta exploit Avian distrust of Western intexblons, 
there is aloo an undercurctent of apprehension 
ragerding Commish Chines ceal irtentions. 
This apprehension has been coused by Gom- 
munist China's role in international Commu- 
niam, partioukirly ike connections with the 
support of indigenous Communist pavements 
in Endivideal Asian countries, and hy miistraal 
in many Asian counteley of historical Chinese 








‘expansionism. Pulping’s efforts to explolt the 


Overséas Chinese communities In mast Seutt- 
each Asinn couiiziag Haye ales created foara 
of ite intentions, as have Communist China's 
aetivltica in border evdis, and ite support of 
now the strongest Asin military power, sad 
that they are dependent upon the US for 
doferigs apainal & possible Communist attack, 
Because of thelr distike of such dependence 
and their eoacern a8 to the effectiveness of 
US action in thelr defense, many prominent 
Asians, especially it Guth and Southeast . 
countries, have come to believe that they 
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ahould show dikacetien in come form of ned 
traliens or at least a willingness to be frienaly 
and to reciprocate Chinese Communist over- 
bores, and finally, that ifs trend toward Com 
iniumiak sicaees should develop, they showld nok 
be the leat to athempé ame form of politcal 
acontmodation. Many Asian lesders seem f 
neve cordidence that, aren though they ine 
craked their polities smd economic contacts 
with Communist China, trey will be alte to 
as Oients eS ee 
cel independence, These factors exigh to some 
extent even In cong of the conateled aligned 
with the UB. At the wme tins, oven ip none 
siigned neutcralist coantring there ie & wit 
apread, though adidas publicly vadoed, reang- 
niltioer, of the importance of the US in restrain: 
ing Cemmantat Ching trom overt aygression, 


iv. PROBABLE CHINESE COMMUNIST 
EXTERMAL COURSES OF ACTION 

i%. The Chinese Communists, in Qiele .ap- 

proach to intemeatinnal problema, will nal 


ably endeavor to appeat soneiiatery and fle 
Rete, Hert fatet Sino-Soviek polley will fn fact 


permit no tajor eoncessicha to the West an 
hash: issues such as ‘Taiwan, or the statoa of 
Nerth Rovex ard North Viebiam. Corina 
nist Ching will continia to encourage the 
nattiraliat, ambicalonialist, ami nationalist 
sentieruerite ity Aste ard will aandinie ike efforts 
bo discrmdlt Ua actlens ard motives amg to 
seek @ veduction in Westen influence and 
military power in Asis, it will encotrape 
wherever possible tha formation of geen 
thenig in whink the Commenizt iottence 
could be expended. Commish Ching will 
almost cerkainiy iocresse Jee oficial and tin- 
oficiat eotitacts with the goveraneiata ome 
people in no-Conmuanist Asta, aru will prob- 

ably conlinus fo iuerease dole with moneGom- 
Teonish countries, expecially with Japan and 
other Asian countries, Felping will also prab- 
ably offer aememit anistanca toaslected non 
Commamisé countries and will. propagandive 
the “1 teal nations of fore saab. 
Peiping will continue tts attempts fo saquine 
infiudaee aver, and Use apport anal allegiance: 


nf, the Chinese realling in not-Comninnist’ 


Age. Bolping will contig bo seek admissions 
to the DH. 


SEG. 


a0. Demite % "sort" polley toward its Asian 
neighhors, Communist Ching witl continue ile 
aniryersive efforts, will probably apply prea 
ative cot a caleetive bavi bo remind Une Astarai 
of its power, and will take advantage of oppor- 
tanities for Communist expansion, porslbby 


- jocinding the exteisian of support te armed 
vevotts ono 


Kendest sh poreriiiments. 
Dering the period of this estimate, Peiping 
will priebly ty to avoid aounses of action 
‘qiidoh 16 believes wuld provoke ‘UG mili 


. baterrention. Bewever, the possibility cannot 3 


he excluded thet the Chinese Communists will 
atey up military action against the offshace 
istands, or will abtempt ta seize one of the 
sinnller islands, bo test Ue intentions and. bo 
Toerease extemal preasore on fhe TS to being 
about a Heltonellst evacuation of theta 
idands TE the Chinese Communists becutie 
eonvinced fat the GS would not exsiat in 
the defense of these talemds with Vie own 
foress, they probably would atlempt to seen 
them. Ghouki the Communist regimes in 
North Vietnai at Nurkh Korea te subject to 
extemal aiteck the Chinese Commiuriists . 
would almeet certainly give material support 

to fhe Gommounish regimes in these sounbries 
oad would if necessary contalt “veluntecr* 
unite to avold a defeal, However, the Chinese 
Communities woukl probable seek te Hilt the 
area. of conifiet nnd to-chtatn a conns fixe. 


61. Tie OS. Corinuokt China China recogalges 
that tha 08 in the eblet abetaaia to ite etabi- 
tome it Asia. ts efforts will alninat nerfain- 
iy contings te be centered on nentealieing 
aturces of TS support, isolating the UB foo 
ite allied, and, ultimately, ae the U8 
position in Avia. However, In ita “peaca’ 
a Zeiping may make conciliatory gee- 

tures relating to periphersl questions in an 
effort to create the imprrasion of reasonatle- 
wie}. Paiping wilt almost certainty contime 
to press for a meting with Die 08 af the 
Tersiin ministers’ level, arid will exploit appa 
tunities for othes contacts. that may present 
themacives, 


84. Tefean. Pelpieyy remaios determined. to . 
obtain control of Tatwan. Howerer, the Pet- 
ping regime apparently recognises thet its 
niliitary foress will not be able tg aelse Tal- 


ey 
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‘wan against US military opposition, In con- 
sequence, Beiping is attempting ta reduce 
imaraie on Taiwan, in the hope that Wational> 
ist leaders may ultiaately be Giduced to nego 
tate with Paiping over Talwan's assimilation 
ivite Communist Ohina. A major objective in 
any conferenes with the US would be te in- 
duce the removal of US military protection 
trom Taiwan. The Chinese Comenunists will 
continua to improve thelr military capabiti- 
fies 4 the area opposite Tabwir and tie olf 
shove hiabarg th bok they wilt almost certainly 
tiot akbert to seiea Taiwan by force ao long 


os the TS is cormitted to He defer, (See 


paragragh: (2) 


‘93. Korea, The Chisiese Communists, in com - 


mon with the US8H, hope to secure a with 
drawal of UN forces fram Eorea and even- 
tually fo elisinate the HOR, Ay a means of 
putting pressure on the US to withdraw its 
ee 
af Chingse Communist forces, bab they will 
almost Kerr vag maintain adequate forces. in, 
Manchurly to permit inumediate renleryen- 
tion, The Communists will almost certainty 
ssiae Gov aie a eenee: CLLR ie 
dangers Communit control of North Keres, 


G4. Japan, Communist Chine in conjunction 
with the Seviet Unban will condnue fo seek fo 
neutralizs Japan and prevent ite re-emergence 
ag & mejor 
Asia, Tt will atbenpt to weaken Japan's links 

with the US by explolting US-Jsponese policy 
differences, The Chinese Communists will 
atek to drorease the tolerance for Common ion 
among tie Gucialiste and other groupe. They 
will protiity alo olfer trade inducements, 
seeking both to inerease BiueJapanest trade 
and to induce 7 to ieeak the CRINCOM 
enutaargoes. Communist China will also seek 
to inereasa sigaifieantiy cultural ami ofher 
semioitielal sentects with Japan, igi 
the éateblishment of foci diplomatic rela- 





tons, These policies will contribute te. the 


weakening of Japan's willingness to support 
US polley toward Camnmuniat China, 

a6, Vietnam, Lacs, and Cambodia, : Peiping 
‘will continue to support the Viebnamese Com 
mumniste in thelz efforts te extend Communiat 
control to South Vietneiti and will probably 


SE qu 


mallitary and political power in 


act In conearh with Hanel to expand Com 
tonist influence in Cambodia ond Lact. 
‘Through pressure, subversion, and overt. Ero 
agenda tha two Communist regimes will at- 
harp to discredit and iwndermine the author 
ity af the Diem government. The Chines 
Comspaniats probably will not encourage 
North Vietnam fo initiate open hostilities 
against Diam, bat mdght encourage Hanoi te 
initiate wuerritia. activities. Ta the evend a 
weak goverment came to power in South 
Viettium, Pelping might adopt a conciliatory 
approach in order to encourage 4 newtratist 
development. Toward Combedia and Lave, 
the Chinese Communists will centinwe tneir 
pestures of frlendahip and goudwiil and will 
probably not engage In overt hoatlie propa 
gonda, at least ao long ag the authorities In 
these two governments reciprocate, Conan 
nist Chine. wil probably expand ity relations 
with both countries and formal diplomatic re- 
inlions are Ukely to be established. 


Gh. Pakitan, Thailand, and the Philippines. 
Aithough Chinese Communiat efforts have 
oe oe 
combig Yous are nee 
age wuphesls on the states allied with 
the West, including Pakistan, Thailand, and 
the Philippines a tha Asian members of 
SEATO,. Pelping will seek to exploit growing 
sentiment for trade with the mainland, will 
informal” contacts axan entering 
ade, and will athempt te exacerbate politi 
cal fenstogone within theas countries over na 
tional policies cunceming relations with fhe 

West. 


ay. Intlonaste, the Chinese Communist: 
probably estimate that the capebilities of tha 
Ilonesian Communist Party, the strongest 
indigenous Coramronist Party in aon-Comia- 

nish Asia, will continue to be maximived ff 
they temgclves maintain a oe aiitude - 
toward the Indonesian ge & ‘The Chi- 
rest Commutnista will continue to give exvert 
support te the Indonesian Communists, 

68. Moloya and Singapore, Deiping will prod 
ably continue to encourage Malayer Commit 
nists fo work for populer front governments, 
to extend contral aver Chinese youth and the 
labor miovermant, and, af the same time to 





ae 
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perekr nl ened nig ghad en 


tn Maagh (expected in rete 1087) and sell. 
government in Singepoce, Peiping will seek 
to obtain recognition by these povernimeniz 
and will try to promote greates Chinese politi- 





cal jatmence in relation fo the Malay popula: 


tam. 


real. uae to gees indian, indlience 
in Asia, 18 will protandy continue, at leash for 
tne nent few yeuns, bo strengthen friendly re- 
iations with Tadia’and te ecourage India’s. 
efforts to boleler a mentralist centiment 
throughout Asia and the Middle Esst. But 
this general apptotch will probably not cwuse 
the Chinese Communists to cousa thelr efforts 
to inerease their influence in he IndoTitehun 
bordex aren, 


10, Burma. Pelping will continue its efforts 
palette ing Pp a h while 
serie fitae encyuraging the Com 

mantis in the country. Communist Ohina will 
probably be willing to sgres to 9 settlenent 
of the boundary diapute on terms that appear 
conellintory bat ts unitkely to cease ite aut+ 








lat the . 


versive activities among the etiinie minorities 
in the border regian. 


Ti. Hong Kong ond Mento, Communist. 
China. ig committed to the ultimate incorpora- 
ton, af Hong Kong and Mucuo in ite terri 
tary althaugh tds bas not been shaled as ex- 
pilelly aa in the cose af Talwar, However, 
for the perled of thin estimate the Chines 
Communista will probably not abtempt to seize 
theese ‘golonies ‘by feces. Non-Comenunist 
Ravig and Macks have & cerkals willity 
ta Pelping as points of contact with the Weaty 
furthermore, Peiping probably belleves fiat 
ant atlack on Hone Kong ab leeet would i 
yoive hostiitties with the UK and possibly 
with the U8 as well, Nevertheless, daring tie 
perlod of this estinate, Communes China will 
attempt to expinit frictions which arise over 
Hong Bong and Magan. Pelping will alot 
gevtainiy continde undbaled He campsion 
through outright cubyergion ond “peaceful, 
rane ineswa Sr Hoa ite political and coo ” 


Western fei posta, er} ta undermine 
the resolve of the U0 and Portugal fo maln- 
fain thelr posiions. a 
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APPENDIX A 


THE ECONOMY OF COMMUNIST CHINA’ 


Industry 


1. The the Firsh Five Year 


regime ¢ 
‘ pl ead oid sen Maedche rth 


Jndustry, expecially machine bultding, metal- 
latgy, power, and armaments. As a result, 
industrial production (exeluding individual 
handicraft) has pipeided ai an average ait 
nual tate of about 17 percent while the output 
of heavy industry bas attained « rate of in 
erease of about 10 percent. (See Table A 1) 
Although the regime has anncunced a policy 
od derentealicing industry, Investment tn in- 
dustry in the ¥irst Five Year Plan has not 
aitared the besle concentration of production 
in the established industrial areas of aian- 
oburla, North China, and Shanghai. 
4. Snyineering Industries, Communist China 
is aceking to develop engineeting Industries 
‘which will witimately be capable of producing 
its own requitements of machinery, equip 
ment, and armaments. The engineering in- 
dustries have become selfcuiticlent in the pro- 
duction of teshite machinery, and are increas 
ing the volume of the production of sume types 
of taachine tools (atter Soviet Bloc proto. 
A Ld agrieujtural equipment, Birpan ma 
fatten equipment. pret attel & HL) ae 


aateabty tpachably at Miakiten Hock Alriokdy 
he 6 “YEiae inuadrals tn Hvis oppensdin ts Lnead oa eat 





of a jab aitorafl, but they almoatcertainly used 
Soviet components. We beHere thelr alility to 
produce sirerafl, atl their components will 
probably intrease markedly during the period 
of this estimate, The Chinese Communists 
pepe rtd whl gec ahead 





deal rehind and for sleckron: 
Jeg machinery, although the completion of the 
jeleeemmunieations eonter meat 


Boiping in late 1958 will enable them to pr 
duce a shable quantity of electronics com- 
ponents sik some of. the mort complicated 
weetronica and telecommunications aquip- 
ment, Although the armaments industry is 
advancing along with general industrial de 
velopment, peadoction has nok been, 
eshabtished for most hoavy military enddtema, . 
3... Mehaiurgy. ‘the Chinese Communist are 
— raphd progress in expanding thelr 

sivel prediction cd are ectimated to have 
raised steal ingot output from 1.36 million tons 
in 1969 te 4.5 million fons in 1958. However, 
in 2056 they stilt had to import 15-20 percent _ 
of thelr total supply of steal poduets. Steel 
production continues to be hazpered by low 
quality coking coal and iron ore, and by 4 
deficiency of the alloying alemants, chrominin 
and nickel. While thers has been some prog- 
‘feks in. the production of other metal, there 
aie 

of copper and 


Es re nt nt “Although elec 


power production hes been increasing at 
gp etd inp pe slyecee 


annually 
1082, it has not quits kept pace with industrial 
dentand. ! : 





allow for Timited exports, 


§, Petroleum. The production of petrolsam 
and petroleucn preiucts in 1956 equatied about 
one-third of domestic comsumption, anid slt- 
able imports of crude off and refined, products” 


ee 
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TABLE AZ 


" Gaitioe: Youn} : 


ia 
iocrerhcka 
Aeron trarouse Cu pasa) ald 
anal Inervae (in perest = 
SOLES . i ae af “7 ie us 
p telastey Prodiaation. Lt ee ‘tite : 






“the values geen are for crvgienking 0 US pring. The figures differ 

ie a eh a a in ain Ge 
raw giaterials cod tual to sold dowhle counting. “The lndlees alga differ becuase they are based on phys 
tn recon enna or pei seni indy Gh oteton eae enn ali A 
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TRDUSTRIAL OUTPUT — COMMUMIAT MIRT CHINA - 
(eatimated for 1952-1087 naw Shlnest Cutsenualist ponds for Lge) ~ 


tabte should be used with cx tae toutnode co page to th 8 died, The 

erences Oe geen poh silht be bpagid one scelnated 
te mii pro pape Lee eer and contmued ipperaten 0 of ex eT ehode 

t BER ark 3 Th nie | 
ee a ie ae 2 Appemenen’ ately eve feat Bin. ne sores Et itn fhe eaten i vam 


aaa Hin thee ee sf Hick Dana bde,. ae Chisaae Gametaniats i maven techn eae rank be dom 
ani br Baap pated of k mumber ot 


ee poems revisit Uhele progran 





5 i) 
1oMT 4nhe Uses Ws 5 OST 
nage toomennirats 62% 1s Mr 8 ht at sa aa a 
Blanganere Ore (45% Mn! iow ie | lade 0 fg oO a ne 
ope ¢ fvetioad) Loney ea pee Tia 8 6 nw = 
100 Ma pe a] ne mm ~ 
eed ioe ar 0 aah 25a mi 2p nak ~ 
eine Lace hit a er) ae 110 Bh Eh ws 
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Béavelannk Vesela Fade Y 3 s wh se | 
Silned Vessels date tad - 
Selt-propelied THE a y it a 6 6if 3 
ton aelt-prnpeiied, Linierr 4 at a8 ce 6 WW 
Turblus (ten &hgieedieh LOT KW: ae ay ct ee - ea a 
Biestrin Motta itieny ae ia ce es ae TH = 
Eltatele Generators LOEW a0 ia 2at aah ws BR ” 
Cation. Yars Liu ae nT a i ee | 
iia so Suemsiting-sinse) a eg Ea 1 fo tip 1am big 
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continue to be nectsary. The quality acs | 
variety of petroleum products have heen im 
prowed anid a reialively conipiely Hie is nav 
pioduced. The major exceptions are elycrart 
fuss amd high grade iubricants, whieh in 1S 
donatitvesd about one-fourth of the total iin 
porta of POL. Deficloncles in refined prod: 
ucks Wii be pertally corrected when tha 
Lanchos refinery comes into prodaction, prok- 
ally in 1988, and when the Yumen refinery 

begins production of the high quality labri- 
cants which, i$ thes Teen tactic, Plane were 
amngunced in September 1956 to inmate an- 
nivel crude off (natural and gyn 
thatte} trom the 1088 level of about L2:mililon 
tons to about five of six million tons by 1062. 
Muck of this increase depends on, higher pro- 
dustiea in the Yomen fields, and exploitation. 
of newly discovered, init incompletely 


proved, . 
fieids in the Toaidem and Drangerks Basios, 


Even. with substantial attainment of the 196% 
targets, it is probelie that Communist China 
by 1902 will still have to import substantial 
quantities of aviation tuela and high grade 
Tabricante, 
4. Other Industry. The chemical indusley has 
not bean! significantly, and oyae twit» 
thirds of the very modest state investment 
in thls field has probably been for fectillzer. 
Cheniead tertitizer output probably will be in 
ceeneed significantly in. the Aiea few — 
though large imports will yequ 
‘The cenmnt industry, duepite remarkable ad. 
vaneces slice LMG, was not able to meet the 
high domestic demand in 1950 in pert benwuce 
of exports fo the UBER, The Chit Com- 
neunists have announced plans bo double tie 
1958 output by 106, 
4%. The growth af light industry has been ant 
sige orbnade abet ri 
priority and by shortages of agrienitural Taw 
taterials, However, the Chhuea Communists 
probably over-falfilled their 1088 goals im the 


about ane-thind of the total value of light ins | 


dustry. Chinwas light Industry is generally 
with the oroblem of poor qunlity. 
"This results from the absence of effective qual- 


ity controls and fram the pressure to siretch 


enw tmaterialg and bo increame cutpot per 


“ SEgRet 


is 


Agriculture 


&. Agricultural production has expanded at 
ari annual average rate of nearly three pereant 
during the period 1969-1068, (fee Table 
A TIL} Cutput per unit of jand has beco in- 
creased, primarily through greater use of fei 
tileers end increased Drigetion. Some addi 
Honast land bad siso bean brought under culii- 
valde, : 
i, ‘The expansion of siajor crops dees nob ape 
pear to have beet: hindered by the wholesale 
coltectiviantion of agriculture in. WaG<1908, 
although the oukpak of other farm prod 
atis- hes apparently been adversely affected. 
Farms have traditionally protwcet such 
dtema ae hung off, tes, silk, hogs, and other, 
communities as x supplementary activity, But 
the winter comsirictlnn programa ana other 
duties assigned by the newly otpanized exe 
teotives reduced the tiove available fer, and 
the Incentive to engage in, such activity, 


Transportation 


10. Conmrumikt China's. sxwnwspovtation sy 
tern relies heavily on ralleoads, whieh proent- 


ly carry the bulk of total iniend teafle and 
tha major share of trade with the USGR.* 
Thera is wn axtensive inland waterway sys- 
fern operating primarily in Central China 
‘There is Inportant coastal bradiic trom Shang- 
het sorth, & aubsteantiel share of which is ca 
tied by the Chinese menhant maring, Tha 
rad system is generally poor, although tne 
ee vie is belmg placed on rend 
ri it and on the comatruction of stra- 
a rods. Comenuniss China ia entirety 

wensela tow oetan, ship. 





dependent on foreign. 
Ping, whieh in 1968 cerriod cron 60 percent of 


“S'The Chinese Communtata here. anneuniad Yak 
the rallrdada originated 1034 melilion fons of 
tvedgist bey Se ee ee 
aan goal, We believe thal ine eetunl tonnage 
ane nay have heen ee than the aa 


*Tht othe Deeaty "Dhiasloe for inteiipente, Tie 
Teint Stat, dose wal aeree wilh foe above 
ionknote which would be vem to invply that the 
iitereies totwoen the nehial tome? fil 
tated sod the Chines Communtixt annoinesd 
gor thay be alight He beileras Gist there 
is inauMetent aviden Pe eheeee te egree of" 
exror involved. 
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TABLE A TE 


FSTIMATEO AGRICULTURAL OUTPUT" 
GOMMUNISY (THA, tR-1RST, 108 
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ite tote fovelen iradés, (Gee Table AV.) The 
dlvil alr fleet plays.« very Hmlted role, “The 
tdlacomamunitations net is poorly developed, 


WL, Ratlroods. Thevailroad network (are map 
at the end of the estimate) is lurgely cone 
centrated In te east and northeast where it 
conneats inportont industriel and population 
centers. ‘Tradiie consists largely of the move 
thant of a few bulk communities from & rel. 
atively armall waumber of places of origin 2 
& few principal desiinationx ‘Tra 
ccm, the inst impottant dlingte ikem re 
maker ug mete than cnethind of the 

Tall trafic, while agrictitaral Riliortige a 
construction materials cach make ap about 
oneditth. 


1% The reltroads received some 13 percent of 
total state investment during the period 1982~ 
1091, About one-half of this woe alloentad 
th the csizaction of additional Jines, about 
3400 miles of which have been completed, 
principally ih western areas. The opening of 
the ‘TratieMonpoiien Hak with the Trans 
Sibertan railroad in January 1956, the con- 
struction af the tine westward from Lanchou, 
via Yorn and Trarmechd to connect with the 
Zovlet system near Akiogey, and the comple. 
Mon of the projected ine into the Tealdan 
(ofl) basin, all gill have an important drpact 
on the openitig of new areas in the west and 
will facilitate trade with the UBER. ‘Work is 
alug underway on seetlons of trnck whieh wilt 





provide an additional neriiaouth, trate line ‘ 


parallel to, and west of, the Peiping-aankow 
Canton jing. ‘Whis Une will pass through Pao 
to, Lanchda, Chengtu, Changking, and Kun. 
thing, ard wil ultimately peudde a Chinese 
Inner belt Tine linking North Vietnam snd the 
Soviet Tifow.. Other new tines such of the 
Likeng- ort Bayard tine aad the recentiy com- 
flebet Vingiandrsey ne heave greatly in- 


; crensed Chinese Communist milltary logistic 


capabilities in these strategic ares. 


‘14. The other half of the total investment in 
railroads wis devoted to improving the physi. 
ee oe eae oe cee 
‘The program tnctuded the eoisinattion 
reatoration of dowbia tracking, the dart 
ment of yard fuclilties, the installation o 

conimunications squlpment, a sizable i 





SEGA 


orease In the rollhag shock inventory of higher 


-capeelly freight cars, and the adaption af & 


pew teittel system of administration. - 


14. Desplie the increased capacities and in 
tenuive uillinebion of faciiities and equipment, 
there have heen indications since 1964 that 
tha development of rait facilities has not kek 
pate with the inoremn in the volume of traific, 
Trt 1988 as a xesull of the sharp kuorease in 
demand arising out of the xapid acceleration 
In industriel development, the inadequacy of 

line capacities hecaune a major transport pret 
lem. In particular, darting the past year there 
have been increased refarencea to the general 
jack of edegiate tansportation and to eon 


key sections of such - 


weation, partiewlarly ov. 
rail lines ax the Peiping- 1, Rae Liakyptiad, 


and the Shiheun-Talyuan railways, ama at 
‘impostant border transioading points, 


18, We believe that the ralireads, tiugh over. 
strained, have met moet of the requizements 
of the economy. However, railroad pags 
will be ax i eritical factor ag 

economy shifts froin & oie Dice 
feral economy to an increasingly todustrial- 
leat entmomy. ‘To deal with this cooklent the 
vaghne will have to inetease dts investment in 


rail transportation, particularly in expanding 


the capectios of cxisting ines. 


is, Shipping. The siiall memtiant marine, 
ustimated at 122 ships of.over 100) proet 
regishwed tons (GR) (287,30) dead welght 
Manag (DWT), i restricted to coastal runs 
itm Ghanghal north except fora small ex 
port Gade to North Vietnam. It, however, 


shares control with Poland over the services 


provided by Pulish veueie an the China rink, 
iv. There wae an increase of almowt 90 per: 
cant in the grows registered tonnage of the 
ships arriving in Communist China in 1995, * 
(ee Table A TN.) Communist Ching cote 
tinued. to be heavily dependent on nom Blot 
shipping, mudh of i} cherkeed, which ac+ 
qounted for 81 percent of the tonnage of all 
1956 arrivals. Moreover, now-Hine shipyards 
render Important shiptuiiding amd repair 
*tmeamplete data fidiexte aa ave greater Ine 
arese in toneage arriving in LB, with mon 
lor shipping lneximadny by about 26 percent, 
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services to the Bioe merchant marine engaged 
in the Ching trade Without the benefit of 
Free World shipping and shipping: services, 
SinoSovist transportation and distribution 
facilities, already heavily cominitted, would 
face incrensing difficuiiles. 

78. About onenalf of the tobal CGRY of non- 
Hong Kong or Japan, and the China mainland, 
Shine beginning their voyages from non-Bloe 
ports in Burope accounted. for another one- 
third of nonBlee arrivals. Most of the re- 
toate of nomBine arrivals orlginaied In 
Paster Burapean or South Asian ports. Voy- 
expectedly Poland amd the Soviet Far East. 
Ta. E88 Hreve was a sharp increases in the 
fitintber of Bleo tankers from Europa whith 
woinaded POL in the Soviet Par Zest before 
proceeding in ballast to Communist China to 
plek up xelutn cargoes. Aa a result, 50 per 
sek of Bloo ehipy axriving in Cormmuiniat 
China came trom, the Sorleb Par Bast, fuk 
ottly 39 percent of Bloc ships leaving Commu- 
tilgt Chine wert to teal ares. 


12. A wumber of shite tinder nenBioc fags 
were engaged intermittently ia domestic 
185 and contributed a valuable service not 
reflected in arrival figures. Bloc ships gemer- 
ally do nob engage in coustal shipping. 


Foraign Trade ‘ 

20. Programa to industvialixa the economy 
and to increase the military capabilities con- 
tute to be highly dependant on imports of 
machinery and of tallltary opulpment. ‘Pa 
rivet these requirements, the regime has pro 
gresalvely incressed its eqports of agricultural 
products (which account for four-fifths of 
total expocta) and of industrial now materials 
imclioding minerals, By 1096, Communist 
China's total fovelen treda was estimated to 
he about $4.5 billlon, 30 percent above 1064 
ara about 230 percent above 1050, (See Table 


AV.) About 20 percent of Communist Ching’s |. 


trade was with the Bisa, with inperts of about. 
8% hiflion ard exports of about $1.5 biliton, 
‘The unport surplus was projably covered in 


gue 


BT ; 2 


large part by loans from the USSR covering 
both esonomic and military aquipmemt. Com 
Communist China’s ability to export wil be 
for agrieult ral products, the poor quality of 
proceed goods, and a fella ict khe pr 
dictlan of subsidiary farm phoducts. 
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21, About Oweethinds of tha value of Imporis 
fom tha Sovint Bio im 1958 consisted of 
machinery, equipment, and essential supplies 
sith ag POL, nonferrous metals, fertilioes, 
pad obher chéamitala, and the bull of te te 
mainder was probably milliary equipment in- 
riont and Inciiites in China. Imiparks from 
not-Commuenist countries were textile maw 
matoriais (29 peromit}, drugs aad chemicals 
(26 pereent), metals and machinery {19 per- 
vent}, rubber (7 percent), and miscellancous 
item (20 percent}, mainly foodstuffs, cocomt 
oil, and paper, . 
99. Preliminary deta Indicate that Commi 
nisk Ching’s trade in 1056 was ahowt $4.4 [il 


jiea. Compared to-1058, trade with the Soviet. 


Biot appexved to bave declined by roughly 


10 percent, However, if the value of Soviet. 


vallltary gooda and installations located: in 





ads: setrmnenetoesanedneees pki esssemshcoioaecnsieteteetsaie! 


SEpt 


Communist China, anslerred to that soantey 
is TOES, dn eteleded trom. the 1858 figures, 
eS eee eee nee 
a 


2%. Preliminary reports Indicate that trade 
with non-Bloe countriss bn 1058 was conald- 

arably whowe the cortesponding 1955 level. 
Imports under the CRINCOM “exreptions pro- 
cedures” increagad chatply ducing 1906, ‘The 
amounts iicensed for shipment were approsl- 

mately $70 million, ss compared with @ total 
of stout £16 selon for the four year period 
49521055. Tf goods likens in DE were 
deliverad, they would represent abooh 16 per 
cenit of tokal imports from. noreBloe countries, 
‘Two categories, iton and steel product: and 
motor vehicles and equipment, areounted for 
over halt of the exceptions shipments, Other 
aigniticant categories were tintlahe, mccivd- 
tors amd cranes, metalworking machinery, 
and power equipment, The principal export- 
za wara tha UHL West Cerminy, France, Italy, 
aut Japan. 


34, The maintenance of effective multilateral 
trade controls would continia to harper Che 
ness Communist aconcenis and puoi hes 
opment by complicating iporh problems, 

creauig cogty, att reducing Heaibility. bon 
thermore, presen$ unilateral U3 financial co 
trols will continue to deny to tie Chinese Come 
Tunists Texathiances as tell ade slpnificant 
former exper market. Although inereased 
trada with the Tree World would almost cez 
tainly develop Uf CANCOM controls ware re- 
jawed to the level presently maiitalond with 





' the Boropean Bloo, sch increases would prot. 


ably not conatitote = substantial reorlentas 
ton af Chinese Communist trade. We beljevea 
that such « reigyation of controls could in 
crease Commuriis: Ghine's annual dyiport ca- 
pabliittes and would tnorease ia Rexihitty In 
planning, procurement, and shipment, How. 

7}, Communist China's haeit foreign and do 
Saale pellicles would urobably not be signifi. 
cantly chinged In either cast. 


28. ‘The Suez closure is having an adverse ef- 
feat on Communist China's seaborne foreign 





although alternative, eoatly rail Zucllitien exer. 


belng weed for the moat imporkant items, Of 


By 


total trade, over 40 perreent by volumes is nor. 
mally carried through the Sues const. It the — 
cane) should remain closed for a prolonged 

petiod, the Chinsee Communials would suites 
trom. delays, dislocation, and. inexeased costa 
fey taney of thely imports. Horeover, they 
wold be faced with « difficult prokiem in 
storing agrcwltiul product, the expork of 
which would almost cortainiy be delayed, Pa- 
tentialiy fhe most serious Impact upon tha 
Chinese Conamuniate woukt develop if non- 
Blot yewiels Gehl In 1956 provided 41 per 
cent of tonnage arrivals in Communist China) 
iwene diverted fa other trade. 


Science ond Technology . 

a8. Communist China arti hanarens sa 
it Che economic sphere Boy its ex f Timi 
2d teach and development capability, by @ 
severs shortage of selentifie and technical 
Tun POWER, ee ane 


ae geen ne a 
100,00 to abel one million, partioulacty in. 
such Helds as engineering, agrienliure, medi 
sina, and education, Thess plans provide dur 
ing 1p58~1962 on the graduation aot about 
acienes, or Seine alk slighty Reais) than 
these graduated it this Held im, the US in 
ick. However, a lange proportion of These 
qiaduates must be retained ae aching per- 
sommel ‘We eathuate that shortages of skilled 
personnel avalintle to Industry will become 
particularly seule dating the Second Five 
Year Plan. : 


Population 

a7, The posulation of Communiat Ciskus, was 
teeonded at $98 million in the 1065 conwes and 
the regime cfficiaily estimated tL at 603 mil. 
fiom in 1056, showltig an ‘indicated rate of 
ineredse of 1.75 portenk per anni. Conmit- 
nist spokesmen have recently claliied & 2.2 
percent ratural tate of inerease during 1065- 
2088, At iat rate fe popalation i 1909 
would totel over TOO nilllion, Such a rate of 
growth would impose a considerable burden. 
et the goomorey. Within the past year the 
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the Seennd Five Year Pian. 1h follows that, 


Conumunists hebre rosie enna d Freres 
aboat thely population, fee. ireckive 
promoting birth contre] has heen iasued. and 
Attielas Haye appeared recommending ister 
marclape Ib appara probable What Hae re. 
gitne with Le Tip ite campaign to contol the 
grovth, of population} however, the auigcme 
at any auch campaignis uncertain. The Com 
mutist plates hee stabed tat cbr fo seven 
million jeter in Industry will be creaked during 





tive Weck Sion mek thes ‘cant tel Suave will 
have to be alivorbed by the aprienttural sector, 
whith ia charach ied by slowly rising cat- 
put, arin other amindustrial pursnila where 
pratuotivity ix low. In any event, the vising 
population is Ukely to operate as & brake on, 
any projected rise in por capita consumption, 
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APPENDIX B 
THE CHINESE COMMUNIST MILITARY ESTABLISHMENT 


Ground Forces 
1. Totel Chinese Communist ground foroes 
are estimated st 2,500,000 men, of whom 1,- 


eludes 114 lofantry divisions, § armored, divi 
sions, 1 and possibly ax many as 3 pera- 
chute divisions, 3 cavalry divisions, and 
32 xctillery divisions, Most armiey have 
shout 50,000 mex and most Infantry divi 
sions have about 15,000 men, (DOR strengths 
are shout g0,000 and 19,00) respectively.) 
Infantry division organization includes an 
artillery regiment with 24 field pieces anit 
12 heavy mortars, an AA battalion of 12 
light AA guns, and a tank regiment of 806 
Men and 3G medi tanks, At present only 
ig to 20 percent of the infantry divisions 
ave believed in have tok ceginents. An antl 
tank battalion with 12 « iid i guns 
bas been reported as organic to | fantey 
G,000 men, do-mediuns tanks, 1 heavy tanks, 
end @ self-propelled ghiig. Patachite divi- 
sions are estimated at 7000 men. ‘The break 
down of the 22 artillery divisions and their 
| DOR equipment is as follows: 12 fetd artillery 
Givigions, anch arated with 108 places of call 
bers up to 1Stmm, 2 rocket Ianncher dtyi. 
alone armed with 12 x itm multiple rocket 
laumushers each, 3 antitank divisicns seach 
armied with 72 antitank gun, und § anti- 
aircraft divisions armed with 108 light wid 
medi gums each, Mast ground force units 
are estimated to bare shout 35 pereent 
of TOR. 
2, About 25 percent of the total strength of 
the ground forces is stationed In. Manchuria 
and North Korea, Another 38 percent is in 
the tangle bounded ty Shanghai, Harikow, 
Canton, and te southeast coast, and about 
14 percent is retsined in North Chine in the 
Provinces of Shantung, Hopel snd Shans, 
Part of the vemaindet of the force. is in pox 
Hons of eonstal defense In the areas north of 


porting wits. ‘This primary combat force in- 


Shangtral and southwest of Cantor, and the 
Galence is disposed in central, western, and 
porthwestern Ching 2s a general reserve wuld 
herder security force, : 


% Movale in the ground forces is goed, be. 
cause of preferential jweatment afforded mem- 
bers OF tha armed services and batauge the 
Chinese Communist soldiers are developing 
& site of pride in thelr army and ther 
developing which begins with busie training 
for recruits in the spring and appears ta 
progress to regimental and divislonel size 
Thanwetivers by tie following winter. A seevica 
school system for officers and noncommids 
sloned officers is also operative, and higher 
Towel atadf colleges fave been eatublished, Ta 
aupplemenk indigensus taining, aunbers of 
beth junior and senior officers are sent te 
appropriate level military schools in the Soviet, 


4. ‘The Chinese Communist ground forces are 
making efforts to create a better bolanced’ 
foros through an Inctease in the proportion 
of support nits to infantry unite, end are 
considering a shift in tactical doctrine to 


A mumiber of atomic warfare exerclees Te - 


been held which have emplinsted the employ~ 
to thoge of the Suvlet Army and which prob 
ably forwhadow some change in Chinese Com 
manist ground combat tactical duatrines in- 
voling the sbendonment of concentration 


Sind mass abtack in favor of greater mobilliy - 


5. The Miltary Service Law of 1965 requirae 


a three year term of service in the grou 
foree, and provides for a veserve made wp, in 
part, of conscripts who have completed theit 
Taabed 600,000 men aunually to tha trained 
remeive, and will in any year after 1958 remilt 
in & cesnrve of wp bo 2,490,000 men who have 
undergone achive military seryies within the 
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he 


SE 


three previous years. ‘The quality of person 

nel available for service in bath the active 
and reserve components hes been inpe 
by tive Insiitotion of reserva traliing in thigh 
schools and universities, Other preservice 
training is catriod on in the National Defense 
Athietic Cinb and the New Demmeratic Youth 
League, which have extensdes raliitary sports 
training programs far civilians, 

6. The bulk of tha jen equipment for the 
Chinese Co bk proud 

arnmared vehidles, artillery, and complex eleo- 
tronke equipment, is belhg supplied by tha 
USSR, The Chinese Commmniste produce 
ninat of their present requitemints for small 
ania, morhars, reculitess rifles, Yockel launch 
eT, and smumunition for thine wempons, ‘The 
genersi increase in Chiness Coromarist i- 
dustrial production during 1266 hes consid. 








erably increased the Chinese Communist cax- 


peacthy ta produce preater quantities of nun 
tins, but the ground fares will confine to 
depend upon the Soviet Cinion for most of its 
sor taal during the aes of tids 


| ee Security Forces 


7, The tdinistry of Publo Security and the 
Ministry of Defense chars the respangliditty 


_ tor interned steurity. ‘The Mindetry of Public 


Seeurtty controls the People’s Armd Police, 


national paline forse af approximately 500,000. 


which supports local civil governments 
throughout Ching, The Publle Secuciiy 
Porees, which ore <till an integral parh of 
the army and under the control of the Minis- 
txy of Defense, are meiponsilile for dealing 
with internal or border security problems that 
extied the capabilites of the pollcn, ‘The 
Poble Senittity Forest have an over-all 
strength of shout 200,000 organized inte a 


- tinker of 2 divisions and 13 independent 


tegimenta. These unite are sroallier and more 
lightly armed than cotnparabis line units, bub 
they nevertheless contaly the service and fite 
support clementa necessary for independent 


Air Forces 
& Communist China's ait am is henvlly de 
perdent dpe the USSR for planes, equip 


foree, expecially - 


rT 2h 


ment, supplies, and training, The Chinese 
Somumuntst At Porer (OCAR) und the Chi. 
nese Communist Raval Air Fores (OCHA) 
together are estimated to have S700 per- 
sonnel end 2.000 alrerart of all types in oper 
ational units, inctuding 1870 fete. They com- 
alike a Tonamnably well developed air arm. 
with modern dinerali, and concepla of em- 
ployment are improving. The personnel are 
going amd vigorems, with excellent asprit 
decorps, The forces mre organized inte bomb» 
ar, fighter, attack, and tranaport units, and 
operate from a. large complex of air bases. 
which, permits launching attacks from many 
punk on Communisk China’s perlphery. 
"Phey abio have a folly well developed recon- 
ralmanme eapebiity, 


®. The major strength af the Chinese Com- 
sinitlet boovber foros fs estimated to consist af 


295 Ught jet bombers (BEAGLES) and 2G _ 


piston 2 ee eee 


replaced by BEA 

prograt supported by the USSR. The BEA 
oeLES, with Tou homb ioads, haw a 
maximum speo of 46 knots and an unre- 
Teeled combat radius/range of 14/1 400 na 
pn faa Sidr Sui arn 
3 feet. Operational effectiveness af the 
‘pornos force fe reduced ley factors such. a5 
alettronkt equipment of Himited capability, 
wited: under other then visual or ead vader 
conditions affects bombing ancuracy, and the 
tack of combat enperionce, 


10, The Chinese Conimunista are egtimated 
$0 have in operational unite 145 {et fighters, 
and about 180 piston tigkters. Moat of tha 
Sghter strength is deployed near industrial 
and population centers, whith the Shanghal 
atéa moet heavily deferuiod. Repiacenert of 
piston Hghtere by jet fighters is progressing 
alzadily, and. piston fighters should be phased 
uk completely by the en af 1057, Air inter 
ception capability te hempered by a shortage 
at sdnqaata GCI radars, a ar inedomnta 

Thorne intercept equipenennt, equate 
pilot « Sin night and allweather ity. 
ing, aed. by only fair bist improving standards 
in the ground control of Interception prote- 








dures, However, ttm COAP-OCNA® would - 


pore & aubsbustial threat to bombers attack 
ing ides conditions of god viability. The 


aw 








sEgnet aT 


tona iy beng enhanced Hiroeeh o 
training. 


1i, The bulk of the Chinese Commnoniat air 
dedense is concentrated in certain areas con- 
taining major multary and industrial targets. 
They have a radar system which covers the 
enlite comet and major industrial and popu- 
lation centers, This provides fair ta good. 
capability to detect penettation of coastal 
and mejor target areas, except by alrcraft at 
vary high aititudes, Although a central con. 
Wok exisia, the defense system is in exsence 
a, “island” system because of the Tong this. 
fans anid thie telatively poor communitetons 
Jaeliities.. 


12. The Soviehuupported modemization and 
training programs are progressively inproy- 
ing Chinese Communist air power. By mid- 
1680 piston Heht bombers will probably be 
completely replaced. The piston mediom 
Gomher force will probably rise to 60 alreratt 
by ide, at which time we believe that piston 
Pagid bombers will begin to be pliased ont 
aa jet medium bombers phase in, We stl 
mate that ty 1568 the total fighter 
wil) increase by shout 2% percent and the 
prepartion of alleweather fighters from Jess 
than two pereenk to aheut 20 percent. As the 
all-weather jab fighter program expands and 
comutumisations lmprove, the aitadefenas ye. 
‘tem will improve significantly. 


ability of the COAF to support ground opera- 
peredionml 


Novel Forces: 


13, ‘The Chinese Communist Navy beaan est 


tated altength of 4 desizoyers, 14 sutra. 
tines, 229 patrol vessels (including 118 motor 
torpedo boats}, 28 minesweepers, 64 amphiht. 
cig vensels including 14 utility landing 
erat), and 2A small patra oratt aad 
armed moby junks. Most of the 

and submarines hay been obtained from the 
UES since 1953. Mort of the larger naval 


ward, tao preates) coucentradions of novel. 


strength being based at Shanphal and Taing- 
tac, Onty small petrol vearels and barber 
oratk are operational in the ares opposite Tat. 
wan, Th Naval Ait Foros bas about 30 jet 


“SE 


and 40 piston fighters and about 160 jet and 
BO piston light bombers in Ber 
exal areas of East and Northeast China. This 


' growl, recently organined Force bag shins 


steady prawth and improvement. 

i4 The navy, though amall sed principally a 
omgtal defense force, ts the mosh effective in- 
digemous Asian wavy. Tt cat inflict losses on 
an etumy in Chinese Communist waters with 
gubinarine attacks, air aitacks, mine warlare, 
and destroyer and battocks, Tha 
greatest offencive potential probatiy Yea in 
short range amphibicus operationg (inelud- 
ing the employment of johut eea-nir-ground 
forces} uliiiging not onty conventional am- 
phibious typed, but wisa merchant shipping, 


‘jonks, and other small craft. The navy's 


eapadiliiies are limited by lack of majer com- 
batant units plus the age and motley origins 
ef thelr vessels. These conditiona wil prevail =. 
until overcame by the indigenous Soviet- 
aesleted buliding program now in progress. - 


1S, The Chinese Commurisis have demon- 


der favorable conditions they lave the eapact- 
ty against the Offshore Islands for the follow 
ing Lift variations: (a) 40,000 ty 70,000 lightly 
armed troops, (b) 20,000 te 28,000 troops 
supported by an srmoced divisiot and an 
artillery division with reduced motor trans- 
part, or (c} two divisions each of amor and 
artillery, also With reduced motor tranaport, 
Mighty-nine available merchant verses fe. 
tluding 29 othemviss ecmanitted) with a ci 
pacity of 260,00) DWT together wilh coastal 
craft plus motor and saliing junky provide. 
an additional short-hanl Wit for 200,000 troops. 
Ageinat Taiwan, however, if is estimated that 
vauous faotors would Tmt their intttal aegalt 
foros to approximately 15,000 to 160,000 
troops. Completion of the Anwy rail Tine, and 
the near future completion of the Poochow 
bearh greatly enherice the logistic suppert 
capabllity it the Tafwon Straitares. Against 
the Haltonalisis alone the Chinese Coromu- 











BEG. 


Hise Have the capability te seler and rani. 
tain. control of the air end sea in the Taiwan 
Strait and can organize, lowooh, and eupport 
& Te scale acophiblous aAssanlk against 


18. te else eee ace 
viel support foe the navy, particularly ms 
chinery, electronic gear, ardnane, and fuel, 
Under the supervision and direction of Saviet 
ship pase li, ih ‘the Chinese Committ 
i their naval con- 


continns te rma ita targe measure on fis 
USeR jor support throug te pariad of this 
estimate. 


Nuclear Energy Program 
1%. Commmanist (iden does mob have @ suff. 
cient number of qualified nuclear acientists 
to support a significant atomic energy pro- 
gram. Through tha Soviet atormic ald pro- 
gtam and the Joint Nuclear Besearch Insti 
tute, Communist. Ching ia recelvtng help io 
iim training of her sclentiate in basic noclear 
physica and the application af atemio energy 
techniques to medical, agricultural, snd in 
dustrial research. Even with this aid it is net 
ikely that Communist Ching will be able, dur- 
ing the period of this estimate, to support an - 
independent abumic onergy prograts. How. 
over, if the USSR were to provide the necexanty 
it and techniclans, the Chinese Com 
smuniigha could in a short tine aching the cae 
pablithy to use nuclear weapon, . 
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APPENDIX C - : 


DIMOMATIC STATUS OF COMMUNIST CHINA 





- UN members which recogise Communist China: 

* : Afghanistan 
Bulgaria. 
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